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SALES _$44,841,656 
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before taxes on income _1,626,512 


NET EARNINGS_779,512 
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This Annual Report gives us the opportunity to delineate the accom¬ 
plishments of the greatest year in Lucky Stores history. Many all-time high 
records were established, and considerable progress was made in solidifying the 
company’s position in the territory it serves. We are as pleased to bring this 
story to you as we are to have participated in making it possible. Total sales 
reached a new peak at $44,841,656, compared with $39,960,505 for the pre¬ 
vious year. This is an increase of $4,881,151 or 12.2 percent. New highs were 
also made for weekly, monthly, and quarterly periods, as well as total customer 
count and average sales per customer. All departments were involved in this 
performance, and exceptional results were recorded in the fresh meat and frozen 
foods categories. 
































SALES, EARNINGS 



The installation of modem refrigerated display cabinets for frozen 
foods and a policy of rigid conformance to high standards of quality 
in fresh meats created an increase in customer traffic that was re¬ 
flected in greater overall sales volume. Fresh fruits and vegetables, 
staple groceries, delicatessen products, beverages, and non-foods 
all did their full share in contributing to increased sales. 

None of these accomplishments would have justified the effort 
unless corresponding rewards were obtained from the standpoint 
of financial benefits, and here again we are gratified to be able to 
report new high levels. Net profit from operations for the full year 


HOW THE LUCKY DOLLAR WAS DIVIDED 


1955 

MANUFACTURERS, PRODUCERS. SUPPLIERS.77.35 

WAGES. 11.00 

RENT, ADVERTISING. SUPPLIES. INSURANCE. 5.23 

DEPRECIATION AND REPAIRS. 1.75 

TAXES. 2.03 

DIVIDENDS. 1.14 

RETAINED IN BUSINESS.50 
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amounted to $1,626,512. After providing $847,000 for Federal 
income taxes, the net income was $779,512, which is the highest 
the company has enjoyed since its organization in 1931.This figure 
is 14 percent higher than 1954 results and is equal to 93 cents per 
share of common stock outstanding. 

Regular dividends were paid on the preferred stock and four 
dividends of 15 cents each were paid on the common stock in 
1955. A dividend of 15 cents was also paid on common stock 
February 15, 1956. 

The costs of labor, materials, and special services showed substan¬ 


tial increases during the year, and the prevalent intense competive 
price condition contributed to retard even greater profits. However, 
the stimulation of sales through expanded advertising and several 
successful sales promotions, plus greater efficiency in buying, store 
operations, and distribution served to reduce operating expense 
ratios and permit merchandising on a more profitable basis. The 
company has consistently sponsored special promotions on farm 
products in over-supply in order to stimulate increased consump¬ 
tion and improve the price structure of these products as an aid 
to the general economy. 
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PROFITS BEFORE AND AFTER TAXES 
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EXPANSION 


The balance sheet of the company reflects the the addition of seven new stores 

during the year, which resulted in a required increase in the inventory account as well as the fixed 

asset account. $900,000 was needed to fixturize the new stores, for new 

materials - handling equipment, additional necessary trucking facilities, and a new meat 

holding plant for fresh meat and smoked meat products. 

A new store was opened in January of this year at Palo Alto and four are under construction— 
one each in Concord and Fairfield and two in the Hayward area. 




Stores noiv in operation coupled ivith Lucky's expansion program 
are keeping pace with the growth of population 
in California . 










































The constructive counsel of the Board of Directors and the loyal support of 
the stockholders have contributed immeasurably to the continued 
growth and success of the company. 


Leases have been made on six other locations and 
prepared for early commencement of construction, 
and/or negotiation, and it is reasonable to presume that several of these will be 
approved for completion during the next twelve months. 

Through these accomplishments we are inspired 
and special commendation is owing to the high morale and 
personnel throughout the entire organization. 


PRESIDENT 





















































PUBLIC RELATIONS 


One of the company’s most important functions is the interpretation of Lucky 
to its customers, employees, shareholders and suppliers. Every member 
of the organization is keenly aware of the important part each 
plays in his daily contacts with these important groups. 

Key personnel are encouraged to take an active interest in all civic 
organizations—to contribute freely of their time in cooperating with local 
officials who direct the common good of their respective communities. 



■ In support of the programs of the Future 
Farmers of America and the 4-H Clubs , 
Lucky purchases Prize cattle at most shows 
in California. 


■ Lucky store manager presents complimentary set 
of Encyclopedias to Stanford Convalescent 
Home in Palo Alto , California. 
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ADVERTISING 

Accuracy in product description coupled with 
dignity of presentation form the basis of our advertising 
policy. Special displays and seasonally featured 
promotions as an aid to the general economy 
are thoughtfully prepared to stimulate public interest 
and participation. Helpful suggestions for variety in foods 
are constantly being offered. Lucky’s advertisements 
are easily recognizable because of their carefully 
planned distinctiveness and readability. 
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| Our advertisements appear weekly in 25 newspapers 
serving a population of approximately 
four million people in ten Northern California 
counties. These newsfxipers have a 
combined readership of 3,139,563. 













■ From its centrally located warehouse in San 
Leandro , a modern fleet of trucks serves 
Lucky s forty-four strategically located super markets in 
ten great counties surrounding San Francisco Bay. 
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PRE-PACKAGED FRESH MEAT 

Lucky’s post-war pioneering (in 1947) of pre-packaged fresh meat 
departments enables our customers to personally select, in their 
own time, the cut, kind, and weight of meat that fits their menus and 
pocket books. Our unqualified money-back guarantee of eating 
satisfaction underlines our policy to furnish only 
the highest standards of quality. 

Lucky’s meat buyer carefully selects his requirements from U. S. D. A. 
"Choice” graded exclusively. Excess waste is trimmed before weighing 


... giving customers more good eating per pound. When 
special cuts are desired, our meat managers cheerfully prepare 
to order... at no additional charge. These are some of the reasons 
for Lucky’s steadily increasing number of satisfied customers 
in our modern self-service meat departments. 








Eight year 


19 5 5 

Sales. $44,841,656 

Earnings Before Taxes on Income . . 1,626,512 

Federal Taxes on Income. 847,000 

Net Earnings. 779,512 

Dividends Paid on Preferred Stock . 26,831 

Earnings on Common Stock .... 752,681 

(Outstanding Shares). (812,413) 

Earnings Per Share Common Stock . .93 

Dividends Paid on Common Stock . . 485,393 

Stockholders’ Equity: 

Preferred and Common .... 5,565,890 

Stockholders’Equity: Common . . . 5,124,040 

Current Assets. 6,165,720 

Current Liabilities. 3,993,212 

Working Capital. 2,172,508 

Long-Term Debt. 1,266,440 
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19 5-4 

$39,960,505 

1,418,234 

736,000 

682,234 

30,146 

652,088 

(804,063) 

.81 

440,789 

5,324,016 

4,805,166 

5,750,288 

3,485,133 

2,265,155 

963,058 
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19 5 3 

19 5 2 

19 5 1 

19 5 0 

19-49 

19-43 

$41,418,420 

$40,243,845 

$36,141,565 

$32,676,798 

$30,392,600 

$30,919,791 

1,432,434 

1,322,608 

792,615 

1,344,411 

1,040,119 

430,409 

825,000 

721,000 

350,000 

634,000 

396,000 

165,000 

607,434 

601,608 

442,615 

710,411 

644,119 

265,409 

33,006 

36,378 

41,258 

46,729 

47,483 

52,312 

574,428 

565,230 

401,357 

663,682 

596,636 

213,097 

(800,113) 

(800,113) 

(800,113) 

(800,045) 

(625,045) 

(525,045) 

.72 

.71 

.50 

.83 

.95 

.41 

400,062 

400,062 

400,062 

312,526 

262,523 

168,767 

5,149,493 

5,036,112 

4,936,021 

5,065,948 

3,710,006 

2,986,548 

4,567,518 

4,392,512 

4,222,421 

4,216,848 

2,860,281 

2,059,598 

5,517,281 

5,104,287 

4,711,184 

5,552,753 

3,711,196 

3,213,528 

3,174,983 

2,879,209 

2,700,763 

2,686,185 

2,223,607 

2,223,503 

2,342,298 

2,225,078 

2,010,421 

2,866,568 

1,487,589 

990,025 

1,057,994 

1,154,437 

1,243,123 

1,333,426 

514,000 

88,770 













L U C K V 


I N C 


STORES 

(a California Corporation) 


STATEMENT OF FINANCIAL POSITION 

(See notes to financial statements) 

JANUARY 1 

19 5 6 


Current Assets: 

Cash. 

Accounts receivable. 

Inventories: 

Merchandise (Note 1) . 

Supplies and wrapping materials, at cost . 
Unexpired insurance premiums, prepaid taxes and rents 


.$1,818,055 

. 199,244 

. 3,669,153 

. 161,338 

. 317,930 

$6,165,720 

.$ 196,616 

. 2,362,024 

. 657,508 

. 777,064 

$3,993,212 

Excess of current assets over current liabilities.$2,172,508 


Current Liabilities: 

Notes payable — instalments due within one year (Note 2) . 

Accounts payable. 

Accrued wages, taxes (except federal income taxes), insurance, rent, etc. 
Estimated federal income taxes. 


Property, Plant and Equipment, at cost, less accumulated depreciation and amortization (Notes 2 & 3). 

. . 4,537,769 

$3,959,309 

Deferred Charges . 




62,610 




$6,832,330 

$6,287,074 

Deduct : 





Notes payable — instalments due after one year (partially secured, 

see Note 2 for details) . ... 

. . 1,266,440 

963,058 

Excess of assets over liabilities. 




$5,324,016 

Represented by: 





Cumulative preferred stock, par value $25 per share (Note 4): 

Jan. 1,1956 

Jan.2,1955 




shares 

shares 



Authorized. 

97,674 

100,754 



Issued, 5V&% series. 

17,674 

20,754 . . 

. . $ 441,850 

$ 518,850 

Common stock, par value $1.25 per share (Note 5): 





Authorized. 

2,000,000 

1,000,000 



Issued. 

812,413 

804,063 . . 

. . 1,015,516 

1,005,079 

Capital in excess of par value of stock outstanding (Note 6) . 




2,009,226 

Income retained for use in the business, per accompanying statement (Note 7) . 



1,790,861 




$5,565,890 

$5,324,016 


JANUARY 2 

19 5 5 

$1,946,585 

183,885 

3,164,549 

151,424 

303,845 


$5,750,288 

$ 94,940 

2,078,539 
578,092 
733,562 

$3,485,133 

$2,265,155 












































LUCKY 


I N C 


STORES 


(a California Corporation) 



S TAT E M E N T OF INCOME 

(See notes to financial statements) 


FISCAL YEAR (B2 WEEKS) ENDED 


JANUARY 1 

19 5 6 


JANUARY 2 

19 5 5 


Sales, less returns and allowances.$44,841,656 

Cost of goods sold. 34,686,485 

$10,155,171 

Selling, general and administrative expenses.$ 7,896,554 

Provision for depreciation and amortization. 561,014 

Interest expense. 45,457 

Other expenses, net. 25,634 

$ 8,528,659 
$ 1,626,512 

Provision for estimated federal income taxes. 847,000 

Net income.$ 779,512 


Income for prior years retained for use in the business. 1,790,861 

$ 2,570,373 


Deduct: 

Dividends paid in cash : 

Cumulative preferred stock, $1.37 1 /& per share each year.$ 26,831 

Common stock — 1955, $.60 per share; 1954, $.55 per share. 485,393 

$ 512,224 

Income retained for use in the business at end of fiscal year (Note 7).$ 2,058,149 


$39,960,505 
30,797.987 
$ 9,162,518 
$ 7,239,857 
442,754 
45,072 
16,601 
$ 7,744,284 
$ 1,418,234 
736,000 
$ 682,234 

1,579,562 
$ 2,261,796 


$ 30,146 

440,789 
$ 470,935 

$ 1,790,861 






































NOTES TO FINANCIAL STATEMENTS 


NOTE 1 —MERCHANDISE INVENTORIES: 

Merchandise inventories were priced as follows: 

In stores — at estimated cost, computed by reducing retail value of inventories by approximate percentage of markup. 
In warehouses, preparatory kitchens, etc. — at cost, on a basis of first-in, first-out, or market, if lower. 

In transit or stored at vendors* warehouses — at cost. 


NOTE 2 — NOTES PAYABLE: 

Notes payable at January 1, 1956, comprised the following: 

Unsecured: 

Under loan agreement dated November 29,1949 .$ 458,750 

Under loan agreement dated October 28,1955 . 500,000 

Secured by deed of trust to the Company’s land, warehouse and other buildings . . 504,306 


$1,463,056 


The unsecured notes under the 1949 agreement are due in annual instalments of $53,850 through 1963 with the balance payable in 1964, and bear 
interest at the rate of 4% per annum. The 1955 agreement provides for additional borrowings of $500,000 on or before April 1, 1956, and $500,000 
between April 1, 1956, and October 1, 1956. The notes are due in annual instalments of $100,000, and bear interest at the rate of 4*4% per annum. 
The secured note is due in monthly instalments of $5,180, including interest at the rate of 4% per annum, to 1965. 

The unsecured loan agreements provide for certain restrictions on dividend payments, etc., as explained in Note 7. 


NOTE 3 —PROPERTY. PLANT AND EQUIPMENT: 



Jan. 7 ,1956 

Jan. 2 ,1955 

Buildings (pledged to secure note payable) 

$1,355,658 

$1,281,779 

Leasehold costs and improvements 

627,586 

566,118 

Furniture and equipment. 

4,152,269 

3,332,745 

Trucking equipment. 

662,728 

566,546 

Trademarks. 

612 

612 


$6,798,853 

$5,747,800 


Less —Accumulated depreciation 

and amortization. 

Land (pledged to secure note payable) 
Stores under construction .... 


Jan. 7 ,1956 Jan. 2,1955 

2,400,581 1,903,927 

$4,398,272 $3,843,873 

65,254 65,254 

74,243 50,182 

$4,537,769 $3,959,309 


As of January 1, 1956, the Company operated forty-three stores, all of which were held under lease. In addition, the Company had leased ten locations 
on which stores are expected to be opened during 1956, and had purchased land for construction of a store in Solano County. Of the fifty-three leases in 
effect at January 1, 1956, sixteen expire during the years 1956 to 1970 and provide for minimum annual rentals of approximately $166,000; the remain¬ 
ing thirty-seven leases expire during the years 1971 to 1981, and provide for minimum annual rentals of approximately $713,000. Most of the leases 
also provide for additional rentals if sales exceed specified amounts; additional rentals for the year ended January 1, 1956, on these leases totaled ap¬ 
proximately $91,000. Generally, fixtures and equipment at the stores are owned by the Company. 

NOTE A—PREFERRED STOCK: 

The redemption and voluntary liquidation price of the 5*/^% cumulative preferred stock is $27.50 per share. Annual sinking fund payments for 
retirement of preferred stock are required on or before May 1 of each year in amounts equal to the lesser of fifteen per cent of the net income of 
the Company for the previous fiscal year (after deducting from such income an amount equal to the full cumulative dividend requirements for such 
year on the preferred stock outstanding) or $125,000. A portion of the sinking fund requirement for 1956 was met in 1955 by the purchase and re¬ 
tirement of 5 ] / 2 % cumulative preferred stock. The remainder of the 1956 sinking fund requirement is $90,677, which may be met either by deposit 
of cash in the sinking fund on or before May 1, 1956, or by purchase and retirement on or before May 1, 1956, of 5*4% cumulative preferred stock 
for which credit will be given at the redemption price of $27.50 per share. 



















NOTES TO FINANCIAL STATEMENTS 


NOTE S - INCENTIVE STOCK OPTION PLAN: 

The Company has adopted an incentive stock option plan which provides for the granting of options to purchase common shares of the Company 
(not in excess of 50,000 shares in the aggregate) to certain key employees, including officers. The option price may not be less than 95% of the 
fair market value of the common shares at the time the option is granted, and the term of the option may not exceed five years. 

On January 20, 1954, options were granted to 59 officers and employees to purchase a total of 23,000 shares at $7 each, and on September 13, 
1955, options were granted to 14 officers and employees to purchase a total of 3,100 shares at $13 each. At January 1, 1956, there were 9,900 shares 
under option at $7 per share and 3,100 shares at $13 per share; the options expire January 20, 1959, and September 13, 1960, respectively. During 
1955 options with respect to 800 shares terminated as a result of employees leaving the Company. 


NOTE e — CAPITAL IN EXCESS OF PAR VALUE OF STOCK OUTSTANDING: 

Balance, January 2, 1955 .$2,009,226 

Excess of cost over par value of 5 1 /6% cumulative preferred stock purchased and retired (Note 4). (6,863) 

Excess of amount received over par value of common stock issued pursuant to stock option plan ( Note 5) . . . 48,012 


$2,050,375 

NOTE 7-INCOME RETAINED FOR USE IN THE BUSINESS: 

The 1955 loan agreement provides that cash dividends on common stock may be paid only from earnings since January 2, 1955 reduced by preferred 
stock repurchases, dividends paid on preferred stock and amounts paid on the unsecured loans, plus $500,000. Income retained for use in the business 
restricted by this provision was approximately $1,429,000 at January 1, 1956. In addition, the Company must at all times maintain working capital 
in an amount at least equal to the greater of (a) $2,000,000 or (b) one and one-quarter times the unsecured funded indebtedness of the Company 
then outstanding. The 1949 loan agreement and the preferred stock provisions of the Company’s articles of incorporation contain dividend restrictions 
but in lesser amounts. 

NOTE e- MERGER: 

On February 29, 1956, shareholders of the Company approved the Agreement of Merger, dated January 30, 1956, providing for the merger of Dolly 
Madison International Foods, Ltd. into Lucky Stores, Inc. Upon the merger becoming effective, 700,000 common shares of the Company will be issued 
in exchange for the 1,000,000 outstanding shares of Dolly Madison International Foods, Ltd. and 223,130 common shares of the company presently 
owned by Dolly Madison International Foods, Ltd. will be retired. 


REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 



March 1,1956 

To the Board of Directors of Lucky Stores, Inc. 

In our opinion, the accompanying statement of financial position and the related 
statement of income, together with the notes thereto, present fairly the position of Lucky 
Stores, Inc., at January 1, 1956, and the results of its operations for the fiscal year 
(fifty-two weeks) then ended, in conformity with generally accepted accounting prin¬ 
ciples applied on a basis consistent with that of the preceding year. Our examination 
of such statements was made in accordance with generally accepted auditing standards 
and accordingly included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 
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| Twenty-five years ago in May, 1931, the embryo chain 
to be known as Lucky Stores, Inc., was formed. 
Comprising five stores located on the San Francisco peninsula, 

the company employed forty persons and 
sales for the first year were under $1,000,000. 








